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The E. P. Ranch in High River is embraced with 
more glamour and romance than any other ranch in 
western Canada. In the painting of the E. P. Ranch, tall 
willowy trees form a sentry that guards the vision of the 
ranch house in the background. The sky is alive with 
movement as clouds seem almost to move back and for- 
th across the sky. The E. P. was owned by the Duke of 
Windsor. The ranch itself abounds in natural grasses 
and springs. The Rocky Mountains frame the hills and 
woods. The E. P. Ranch is situated in one of the most 
beautiful and productive areas of Alberta’s foothill ran- 
ching country. Its scenery is compelling as it lies nestled 
in the shadows of the mountains. 


“FE. PARANGH@ 
High River 


O. N. Grandmaison 

From the collection 

of WESTBURNE 
International Industries Ltd. 


The Duke of Windsor raised cattle and horses and 
devoted his attention chiefly to the raising of thorough- 
bred cattle and sheep. At one time, his father King 
George V, lent to the E. P. a beautiful and highy bred 
thoroughbred stud from his own Royal farm. 


The Duke once said, ‘‘the western spirit is a very cat- 
ching one; at any rate I have caught it badly’’. So it 
became that the E. P. was once owned by a prince-King 
and this enhances the poetry of one of the most natural 
and lovely settings possible. 
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Financial Highlights 


For the Year Ended March 31 — 
Total Operating Revenue. 
Net Earnings ep 
Net Earnings applicable to Common Shares . 
Before Extraordinary Items ee 
* Per Common Share — Basic Earnings 


— Fully Diluted Earnings . 
After Extraordinary Items 
* Per Common Share — Basic Earnings 

— Fully Diluted Earnings . 

Cash Flow from Operations . 

As at March 31 — 
Fixed Assets — Net 
Total Assets . 


Long Term Debt — less amount due within one year . 


Shareholders’ Equity 
Preferred . 
Common . sh 
Per Common Share . 
Total Equity . 


Number of Common Shares Outstanding (net). 


* Based on weighted average number of shares outstanding during the year. 


Information on Capital Stock 


1977 


$422,495 ,000 
9,167,000 


9,062,000 
2.60 
2.34 
9,062,000 
2.60 
2.34 


21,341,000 


99,117,000 
273,284,000 
62,271,000 


1,725,000 
62,360,000 
17.22 
64,085,000 


3,621,304 


1976 
(Restated) 


$357,946,000 
9,076,000 


6,808,000 
2.05 
1.82 
8,778,000 
2.65 
2:33 


18,095 ,000 


111,857,000 
264,357,000 
84,051,000 


1,952,000 
52,357,000 
15215 
54,309,000 


3,456,329 


Westburne has three classes of shares — Preferred Shares of the par value of $25 each, Subordinated Preferred Shares of the par value of $10 
each and Common Shares of the par value of $1 each. No Preferred Shares are issued and outstanding. The Subordinated Preferred Shares were 
sold only to directors, officers and employees of Westburne or its subsidiaries and are not listed on any stock exchange. The Share Purchase 
Warrants Series A which entitled a holder thereof, upon exercise and payment of $6, to One (1) Common Share expired March 15, 1977 and were 
removed from listing. The Common Shares are listed on The Toronto Stock Exchange and the Montreal Stock Exchange. 


NO DIVIDENDS HAVE BEEN PAID ON THE COMMON SHARES 


PRICE RANGE ON THE TORONTO STOCK EXCHANGE 
Two fiscal years ended March 31, 1977 


COMMON SHARES 
1977 
Fiscal Quarter Lew 
Firsts si Se occa coe ST See ee ene $13'/, $10'/; 
SECON Seve cs ay eens eee en etn ee Oo 
Third cers eons se ee ee ae ee 8 
Fourth 8'/, 


BOL ©) je) (0) 01 re) (8) .6; (6,6) w: 60 ‘wl le) le 0. 6) (6. ee) 0)..6] ere) sie) by eLe(eey 6 


High 
$1177; 
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To the Shareholders: 


In 1969 your Company was formed from corporate roots ex- 
tending back to the oil boom of 1927 in Turner Valley, Alberta. 
Our subsidiaries continue to operate in oil and gas exploration and 
production and have diversified into contract drilling for oil and 
gas and wholesale distribution of plumbing, heating, electrical and 
oilfield supplies and equipment. One of the principal objectives of 
diversification is stability of earnings — a successfully diversified 
company is One whose mix of business lines includes those whose ac- 
tivity and profitability are not affected in the same manner by fluc- 
tuations in a nation’s economy. During the last two years your 
Company’s operations have illustrated the benefits of this form of 
corporate profit planning. In fiscal 1976 the equipment and sup- 
plies division was the largest contributor to our profitability. In 
1977 our oil and gas contract drilling division became more 
profitable due to high demand for drilling services which compen- 
sated for lower profit margins in the equipment and supplies 
division; in both years the oil and gas division made a steady con- 
tribution to earnings. As a result of the contribution of the three 
business lines the objective of stability of earnings is being 
achieved. 


Net earnings for the year were $9,167,000 compared to restated 
1976 earnings of $7,106,000 ($9,076,000 including extraordinary 
earnings of $1,970,000). Earnings per common share were $2.60 
compared to restated $2.05 in the prior year ($2.65 including ex- 
traordinary earnings). Fully diluted earnings (after giving effect to 
exercise of warrants and conversion of preferred shares) were $2.34 
compared to restated $1.82 in the prior year ($2.33 including extra- 
ordinary earnings). 

Cash flow from operations was $21,341,000 compared to 
$18,095,000, a 17.9 percent increase in the current year. 


Operating revenues of $422,495,000 for the year increased 18 
percent over the prior year’s $357,946,000. Revenues in each division 
reached record levels: equipment and supplies division to 
$333,764,000; contract drilling to $83,370,000 and oil and gas 
production to $5,361,000. Sales were up in equipment and supplies 
by $36,943,000 and this was achieved in an extremely competitive 
market place. The increase in contract drilling of $27,173,000 
reflects the continuing high demand in the Canadian/United States 
area and a full year’s revenue from our expanded foreign 
operations. The growth in oil and gas production of $433,000 
reflects increased sales prices for crude oil and natural gas. 


The restatement of the prior year’s figures results from a change 
in the Company’s accounting policy with regard to unrealized 
gains/losses on foreign currency translation. In our report to you 
last year we stated that we were complying with a then recently 
adopted United States accounting policy which required the repor- 
ting of unrealized foreign currency translation gains/losses in the 
statement of earnings. However, this policy is not the most com- 
monly accepted financial reporting practice in Canada and in 
Westburne’s case would not reflect correctly our foreign currency 
contracts. This, together with the fact that Westburne is owned 94 
percent by Canadians was considered, and management decided 
that the approrpiate earnings disclosure for our Canadian share- 
holders would be to exclude foreign currency translation gains/losses 


Earnings Applicable to Common Shares 
Cash Flow from Operations 


Oil and Gas 


from earnings. Prior year’s operations have been restated to exclude 
an unrealized gain of $587,000. 

On March 15, 1977 the right to subscribe for common shares by 
holders of share purchase warrants, series A, expired. During the 
year holders of 135,775 warrants elected to exercise their subscrip- 
tion right to acquire common shares and pay the subscription price 
of $6.00 per common share; a total of $814,650 was received by the 
Company. 


Our major expansion programme involving drilling assets for 
Algeria, Iran and Indonesia was completed in 1975/76 requiring 
$43,400,000 of term financing; that specific debt had been reduced 
to $34,000,000 at March 31, 1977 and we now are reducing our long 
term debt by approximately $1,000,000 per month. Total long term 
debt was reduced to $62,271,000 from $84,051,000 a year ago. We 
will continue our policy of debt reduction this year. No major 
capital expansion took place during the past year and our capital 
budget this year is directed to upgrading our equipment to 
maximize efficiency and safety in our operations. 


During the year two important executive appointments were 
made in our contract drilling division; Phillip J. Porter was appointed 
President of Westburne Petroleum Services Ltd. with overall 
responsibility for this division and William J. Cummer was appoin- 
ted President of Westburne International Drilling Limited with 
responsibility for foreign drilling operations. It is with regret that 
we report the untimely demise of James A. Peach, a twenty-nine 
year employee of our drilling division who was Vice President and 
General Manager of Westburne International Drilling Limited at 
the time of his death. 


At our Annual Meeting, the senior officers of two of our sub- 
sidiaries, Maurice Saillant, Chairman of Saillant Inc., and 
Abraham Palmer, President of Palmers Plumbing Supply Limited, 
will retire. These gentlemen not only have contributed to the suc- 
cess of the companies in which they were most directly involved but 
their knowledge and abilities have contributed to the overall success 
of our Company. Both Mr. Saillant and Mr. Palmer have agreed to 
stand for re-election to the Board of Directors. 


Much has been written regarding the increasing cost of govern- 
ment but we feel that insufficient emphasis has been placed on the 
fact that the majority of this heavy burden is being shouldered by 
the Canadian wage-earner. Your Company retained the services of 
Dian Cohen, feature writer on economic topics, to research this 
subject and we are very pleased to include her article, ‘“A Walk 
Through The Wonderland of Deductions’’ with our annual report 
to you. 


On behalf of the Board of Directors 


J. A. SCRYMGEOUR 
Chairman. 


Sundry 
3.9% 


Capital Contributed Surplus ESE a| 

Retained Earnings = fay 

Total Common Shareholders’ [===] 
Equity ; 


CHANGES IN FINANCIAL POSITION 


(as a percentage) 


Source of Funds 


Application of Funds 
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Consolidated Statement of Earnings 
For the Year Ended March 31, 1977 


1977 1976 
OPERATING REVENUES (Restated) 
Soseonsales Merchandise. Ge.) ee ee $333,764 $296,821 
SORT ACKUCININ Parr Me We yt ee eae La wie sf 83,370 56,197 
Oikandeasproductionges a 5. 25 6 ce. 8 Bi Pe ee eG 5,361 4,928 
422,495 357,946 
COSTS AND EXPENSES 
GosvOmwsales-mercnandgiseéa. 45). foe es oe SO 271,205 236,242 
Goniace (rillimomemmmeee: (0 2 88 eee hg Oe oe. ee es 60,412 42,402 
Oibvane cas OLOCUCuIOn Maen sae ee ae Ve Pee cg ORI S & 2,146 2,036 
Depreciation ana depletion (NOte3)"2 92 = 6 Cs 8,969 6,790 
DelMnemecneral aca agmimstratives os 6 oaks 6 Gs ek a ee 53,135 45,904 
395,867 B350074 
PARNINGS FROM OPERATIONS . . 3: © 2. soe s Soe 8 ew we 26,628 24,572 
OPHER EXPENSES (REVENUES) (Notel1) 2 2. 2 6 sw es ee 9,011 7,017 
EARNINGS BEFORE INCOME TAXES AND 
EPG A © RD ENUAROVEEL EMIS tre Ge ee Aen Sey oe we ee ee 17,617 173555 
INCOME TAXES 
(GULTCT Une OR ee ee Fe he io Se 8 7,220 U3 
DCLG CCE NE te oon CS eae Ge Re gk eG et og 785 2,438 
8,005 9,809 
EARNINGS BEFORE EXTRAORDINARYITEMS ......... . 9,612 7,746 
EVER AORDINARYITEMS (Note ll). ..9. GQ 4.9 Seed Boe ew a — 1,970 
EARNINGS BEFORE MINORITY INTEREST. .......... . 9,612 9,716 
ALN) Rumi YeUINGD ERE Ss Dae Gees rene ee ee GY ae oH do) Bs gy 445 640 
NEE ARININGS FOR LHEYEAR .0% 5° 9. & 3 me 2 $ 9,167 $ 9,076 
BASIC EARNINGS PER COMMON SHARE: 
Barmtes Derore extraOraimaryiitems . 5 -. % =% > & «4 « = = ty alone & $2.60 $2.05 
EX UAOLCINAEVLellS MM Net ong cles 3 + AR Ova ete iets & a .60 
ICHCALIIIE S NEMS? ere we a el ce ORG: Vt ow we “Rie oe $2.60 $2.65 
*FULLY DILUTED EARNINGS PER COMMON SHARE: 
Parmiespeloreextracrdinary.items:., =. «9. 6 . « 6 =. 2 ss ste 5 $2.34 $1.82 
PXCPACLCIMARVCCIIIGMEOE Ss! lei co os S 6 os ok we es me fe oe OP _ ail 
INGUCALII OME ec eI Gey is 5 Sy oe eee $2.34 $2.33 


*Fully diluted earnings per common share gives effect to common shares issuable on the exercise of warrants and the 
conversion of preferred shares. 
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AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet at March 31, 1977 


(Thousands of Dollars) 


ASSETS 


CURRENT 
Cash and short term deposits 
Accounts receivable 5 
Inventories, at lower of cost or net wervreble value 
Prepaid expenses and consumable supplies . 


Total current assets 


INVESTMENTS AND ADVANCES, at cost (Note 2) 
Shares and advances 
Panarctic Oils Ltd. . 
Other . 
Notes and mosteaees Pecenable : 
Notes receivable - directors and employees . 


FIXED ASSETS, at cost (Note 3). 
Less accumulated depreciation and depletion 


OTHER 
Deferred contract costs (Note 1) 
Financial expenses, less amounts amerticcdn 
Excess of cost of investments in shares of 
subsidiaries over net assets at date of acquisiton (Note 4) . 


Signed on behalf of the Board: 
J. A. SCRYMGEOUR, Director 
LUCIEN CORNEZ, Director 


1977 


$ 14,699 
714,437 
62,624 

8,770 
160,530 


2,753 
861 
222 


1,935 


5,771 


133,923 
34,806 
99,117 


3,657 
152 


4,057 
7,866 


$273,284 


1976 


$ 8,314 
64,264 
57,031 

6,396 

136,005. 


et o3 
1,062 

226 
2117 
6,158 


139,445 
27,588 
111,857, 


6,096 
169 


4,072 
10,337 


$264,357 


LIABILITIES 


CURRENT 
Bank loans, secured (Note 5) 
Accounts payable. . . . . 
Income taxes payable (Note 12) 
Dividend payable . meta 
Long term debt due within one year 
Deferred income taxes 


Total current liabilities 


LONG TERM DEBT LESS AMOUNT DUE WITHIN 
ONE YEAR (Notes 5 & 6) 


DEFERRED INCOME TAXES . 
MINORITY INTEREST (Note 7) 


UNREALIZED CURRENCY TRANSLATION (LOSS) 
GAIN (Note 1(b)iv) 
Total liabilities . 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 8) 
Preferred : ; 
Common 


CONTRIBUTED SURPLUS (Note 9) 
RETAINED EARNINGS (Note 10) . 


Total shareholders’ equity 


1977 


$ 50,289 
58,226 
3,216 

58 
15,678 
789 


128,256 


62,271 
14,922 
4,732 


(982) 
209,199 


1,725 
3,621 


5,275 
53,464 
64,085 


$273,284 


1976 
(Restated) 


$ 41,586 
51,708 
aor 

65 
10,404 


105,634 


84,051 
14,926 
4,850 


587 
210,048 


1,952 
3,456 


4,393 
44,508 
54,309 


$264,357 
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AND SUBSIDIARY COMPANIES 


Consolidated Statement of Retained Earnings 


For the Year Ended March 31, 1977 


(Thousands of Dollars) 
1977 1976 
(Restated) 
BALANCE AT BEGINNING OF YEAR $ 44,508 $ 35,699 
ADD: 
Net earnings for the year. 9,167 9,076 
Change of minority interest 
in subsidiary companies (106) 31 
53,569 44,806 
DEDUCT: 
Dividends on preferred shares 
— Series A —— 182 
— 1969 Series 13 15 
— 1970 Series 72 78 
— 1973 Series rp hoe 20 23 
BALANCE AT END OF YEAR . $ 53,464 $ 44,508 


The Shareholders, 
Westburne International Industries Ltd. 


Auditors’ Report 


We have examined the consolidated balance sheet of Westburne International Industries Ltd. as at March 31, 1977 and 1976 and the con- 


solidated statements of earnings, retained earnings and changes in financial position for the years then ended. For Westburne International In- 
dustries Ltd. and those subsidiaries of which we are auditors, our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the circumstances. With respect to those subsidiaries of 
which we are not auditors, whose statements reflect total assets and gross revenues of 36% and 56% respectively for 1977 and 41% and 55% respec- 
tively for 1976 of the related consolidated totals, we have carried out such enquiries and examinations as we considered necessary in order to accept 
for purposes of consolidation the reports of the other auditors. 


In Our opinion, these consolidated financial statements present fairly the financial position of the company as at March 31, 1977 and 1976 
and the results of its operations and the changes in its financial position for the years then ended in accordance with generally accepted accounting 
principles which, after giving retroactive effect to the change in accounting policy with respect to unrealized foreign currency translation gains 
and losses as detailed in Note 1(b), have been applied on a consistent basis. 


Calgary, Alberta 
May 31, 1977 


Touche Ross & Co. 
Chartered Accountants 
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AND SUBSIDIARY COMPANIES 


Consolidated Statement of Changes in Financial Position 


For the Year Ended March 31, 1977 


(Thousands of Dollars) 


WORKING CAPITAL — OPENING BALANCE . 


SOURCE OF FUNDS 


Net earnings before extraordinary items and minority interest . 
Depreciation and depletion . 

Deferred income tax . 

Other . 


Long term debt. 
Sale of fixed assets and envestmient! 
Issue of capital stock — common shares . 


APPLICATION OF FUNDS __ 
Capital expenditures . 
Reduction in long term debt et ‘Si Pereient currency franslanonye 
Deferred contract costs . 
Dividends on preferred shares . 
Redemption of preferred shares 
Decrease in minority interest 
Current portion of deferred income NES 
Sundry 


INCREASE (DECREASE) IN WORKING CAPITAL . 


WORKING CAPITAL — CLOSING BALANCE 


CHANGES IN WORKING CAPITAL 


Increase (decrease) in: 
Cash and short term deposits 
Accounts receivable 
Inventories : 
Prepaid expenses and eonelmable supplies 


Decrease (increase) in: 
Bank loans 
Other payables . ee 
Long term debt due within one year 


INCREASE (DECREASE) IN WORKING CAPITAL : 


1977 


$ 30,371 


46,495 
1,903 


$ 32,274 


$ 6,385 
10,173 
5,593 
2,374 


(8,703) 
(8,645) 
(5,274) 


$ 1,903 


1976 
(Restated) 


$23 12351 


a 
68,848 


(980) 


$ 30,371 


$ (88) 
7,841 
1,040 
1,758 


(3,594) 
(9,195) 
(5,272) 
$ (980 
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AND SUBSIDIARY COMPANIES 


Notes to Consolidated Financial Statements 
March 31, 1977 


1. PRINCIPLES OF CONSOLIDATION AND ACCOUNTING POLICY 

(a) The consolidated financial statements include the accounts of Westburne International Industries Ltd. 
(‘‘Westburne’’), and all subsidiary companies (collectively called for the purposes of these notes, the ‘‘Com- 
pany’’). Eliminated on consolidation are 618,980 common shares of Westburne owned by subsidiaries and 
carried at a cost of $2,274,000. Two principal subsidiaries, Westburne Petroleum Services Ltd. (‘‘W.P.S.’’), 
and United Westburne Industries Limited (‘‘United’’), are consolidated on a pooling of interest basis. All other 
subsidiaries, including subsidiaries of the two principal subsidiaries, have been accounted for as purchases 
and their accounts included in the financial statements since the effective dates of acquisition. 


The consolidated financial statements include the Company’s share of the assets, liabilities, revenues and ex- 
penses of a joint venture involving contract drilling operations. 


(b) Assets and liabilities and income and expenses of the Company which are in currencies other than Canadian 
dollars are converted into Canadian funds on the following basis: 


i. Current assets, current liabilities and long term debt at exchange rates in effect at the end of the period; 

ii. All non-current assets and other liabilities at the rates prevailing when acquired or incurred; and 

iii. Income and expenses, except depreciation and depletion, at the average rate for the period. 

iv. Unrealized foreign currency translation gains or losses are excluded in determining net earnings for the 
year in which foreign exchange rates change. This is a policy change in the current year. The results for 
the prior year have been restated to conform with the presentation adopted for the current year. 

(c) The Company follows the full cost method of accounting in respect of its oil and gas activities. All costs 
relating to the exploration for and development of oil and gas reserves are capitalized. Proceeds from disposal 
of properties are normally deducted from costs without recognition of gain or loss. 


(d) Deferred contract costs represent mobilization and start-up costs incurred on drilling contracts in foreign 
countries. These costs are being amortized over the term of the contracts. 


2. INVESTMENTS AND ADVANCES 

(a) Panarctic Oils Ltd. 
The Company at March 31, 1977 had acquired 830,005 common shares of Panarctic in consideration of con- 
tributions of $2,753,000, on exploration and drilling operations being carried out on lands controlled by 
Panarctic in the Arctic Islands. 

(b) Notes receivable - directors and employees 
The Company holds notes of directors and employees, including officers, which have arisen from subscrip- 
tions for preferred shares of Westburne and W.P.S. and the sale of common shares of United, as set out 


hereunder: 

1971 1976 
5% notes receivable due on or before December 31,1979 . .... . $ 160,000 $ 160,000 
6% notes receivable due on or before December 31,1980 . .... . 1,191,000 1,285,000 
6% notes receivable due on or before July1,1983. . . . ee 300,000 380,000 
Non-interest bearing notes receivable due on or before May 1, 1983 eer * 283,500 292,000 


‘$1,934,500 $2,117,000 


3. FIXED ASSETS, DEPRECIATION AND DEPLETION 


1977 1976 
Net Net 
Cost Book Value Cost Book Value 

a a ee er eee eee). ch 6 15741.000 S$ 1.741 000 8) Ss 15525,000) $ 712525,000 
BucingS emer sewe ep 14,863,000 10,783,000 13,216,000 9,742,000 
rillingricsmeamee ee 6 hae eS 65,192,000 53,776,000 65,477,000 57,238,000 
IDriliistrin Omer amare ce ey | Ome ie See 2 10,260,000 6,712,000 10,798,000 7,532,000 
Oil productionequipment. . . ... . 4,982,000 3,366,000 4,839,000 3,462,000 
Otherequipment sess ees ee 20,898,000 11,483,000 19,798,000 12,609,000 
Oil and mineral leases and 

developmentexpenditures. . ... . 14,790,000 10,059,000 13,615,000 9,572,000 
Drilling equipment - 

Waderconstmiction (ayy. 6... 8. ae = — 10,177,000 10,177,000 

rLCICELOT-TeSal¢ maar eae en 1,197,000 1,197,000 — — 


$133,923,000 $ 99,117,000 $139,445,000 $111,857,000 


(a) Drilling equipment under construction at March 31, 1976 was to be utilized for drilling operations in the 
North Sea. Subsequent to that date this equipment was sold and contemporaneously the Company entered 
into a labour contract for operation of the equipment. 


(b) It is the policy of the Company to depreciate the cost of plant and equipment to its estimated residual value 
over the estimated useful lives of the assets as follows: 


Buildings — atrates of 5% to 10% mainly ona diminishing balance basis. 

Drilling rigs — ata rate per drilling day designed to prorate original cost less a residual value of 30% over 
3,000 drilling days. 

Drill string — straight-line basis related to drilling activity. 


Oil production equipment, oil and mineral leases and development expenditures — unit of production based 
on full cost method and estimated recoverable reserves. 


Other equipment — mainly 20% to 30% diminishing balance basis. 


. EXCESS OF COST OF INVESTMENTS IN SHARES OF SUBSIDIARIES OVER NET ASSETS AT DATE OF 
ACQUISITION 

The unamortized excess of cost of investments in shares of subsidiaries over net assets at date of acquisition arises 
from the accounting for acquisitions of subsidiaries on a purchase basis. This unamortized excess has been 
allocated as follows: 


1977 1976 
IP IXCUsASSCLS mE ME nr me Aa ee ee hn ine he 2 et $ 886,000 $ 997,000 
THiCANg 1O1 CS ee I cos. os) ar bee en Dial wad oy ee Pe 4,057,000 4,072,000 


$4,943,000 $5,069,000 


Management is of the opinion that the amount of $3,457,000 attributed to intangible assets pertaining to sub- 
sidiaries acquired prior to April 1, 1974 is of continuing value and accordingly does not contemplate any amor- 
tization of this amount. However, in accordance with generally accepted accounting practice, the excess cost of 
investments in shares of subsidiaries acquired after that date and allocated to intangibles, is being amortized over 
a period of forty years. 


. ASSETS PLEDGED 


The Company has pledged certain of its accounts receivable, investments, and oil and gas producing properties 
and has granted debentures secured by floating charges on certain other assets, as security for bank loans and 
interim financing. 

The Company has also granted a floating charge on certain assets as security for outstanding Sinking Fund 
Debentures amounting to $3,414,000 and has granted mortgages secured by certain real property and improve- 
ments. 


‘it 


6. LONG TERM DEBT 


1977 1976 

Sinking Fund Debentures 
Series A — 7% maturing March 15, 1987) 5 nue nr $ 2,574,000 $ 2,716,000 
Series B — 7/24% maturing August 1, 1982).5 0 240,000 280,000 
Series C — 814% maturing March31,1989. ...... .. . . 600,000 650,000 
3,414,000 3,646,000 


The Company has convenanted to provide a sinking fund related to the 
above debentures aggregating $365,000 by March 31, 1977 and annually 
thereafter. The debentures are redeemable prior to maturity for other than 
sinking fund purposes at maximum premiums ranging from 3.00% to 
4.80%, such premiums to decrease by .375% to .50% yearly until the var- 
ious redemption prices equal the par values. 


Bank loans’ 0 c- “acct tear eS, Fee ee ce a ee 54,389,000 61,675,000 
The above include special loans incurred principally for the acquisition of 


drilling assets, have maturities from 1977 to 1992 and carry interest rates 
ranging from 9% to 12% at March 31, 1977. 


Mortgages, secured debentures, conditional salescontracts,etc. . . . . . 20,146,000 20,219,000 


The above mature from 1977 to 1999 and carry interest rates ranging from 
6'%4% to 12% at March 31, 1977. 
Interim financing e253 9 5, | 0 ee ee ee —_ 8,915,000 
The interim financing carried interest at 9%% at March 31, 1976 and was 
repaid from proceeds of sale of the equipment. 


Total long term’ debt?) 70" "a eee 77,949,000 94,455,000 
ess amount due; within One veal aes mer eee er ee 15,678,000 10,404,000 


$62,271,000 $84,051,000 


7. MINORITY INTEREST 
Amounts making up minority interest are as follows: 


1977 1976 

Preferred shares 4, © a 4,0 Ree A se $ 2,074,000 $ 2,575,000 
Common shares and contributed surplus) 0 ce ee 373,000 349,000 
Retained earnings”... 2° 4) ee. Ae ee 2,285,000 1,926,000 


$ 4,732,000 $ 4,850,000 


8. CAPITAL 
(a) Capital Stock 


Authorized Issued 
Shares Amount Bee S/0G/.CS aaa __Amount _ 
Preferred Shares of the par value of 
$25 each, issuableinseries. . . . . 680,000 $17,000,000 Nil oe Nie 
Subordinated Preferred Shares of par 
value of $10 each, issuablein series . . 300,000 $ 3,000,000 
5% Subordinated Cumulative Redeem- 
able Convertible Preferred Shares, 
1969 Series 
Issued as at March31,1976 .. . 28,700 $ 287,000 
Converted intoCommon Shares . . (5,300) (53,000) 
23,400 _234,000. 
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6% Subordinated Cumulative Redeem- 
able Convertible Preferred Shares, 
1970 Series 


Issued as at March 31, 1976 
Converted into Common Shares . 
Purchased for cancellation . 


6% Subordinated Cumulative Redeem- 
able Convertible Preferred Shares, 
1973 Series 


Issued as at March 31, 1976 
Purchased for cancellation . 


Preferred Shares 


Common Shares of the par value of 


$1 each. 8,952,000 


Issued as at March 31, 1976 (1) 


Issued on conversion of preferred 
shares 


Issued on exercise of share purchase 
warrants 


Common Shares (1) 


(1) Exclusive of 618,980 shares owned by subsidiaries. 
(b) Common Shares Reserved 


128,500 
(8,000) 
(1,400) 

119,100 


38,000 
(8,000) 


30,000 


$8,952,000 


3,456,329 
29,200 


135405 
3,621,304 


At March 31, 1977, a total of 264,922 Common Shares were reserved for issuance as follows: 


(i) Upon exercise of outstanding share purchase warrants: 


— Series B, expiring March 31, 1979 — 15,000 shares at $14 per share; 
— Series C, expiring February 27, 1981 — 15,000 shares at $84 per share. 


(All subject to adjustment in certain events.) 


(ii) Upon exercise of conversion privileges of preferred shares: 


1,285,000 
(80,000) 
(14,000) 

1,191,000 


380,000 
(80,000) 


300,000 
$1,725,000 


$3,456,329 
29,200 


135,775 
$3,621,304 


23,400 Preferred Shares, 1969 Series, convertible up to December 31, 1979 into 93,600 Common Shares 
119,100 Preferred Shares, 1970 Series, convertible between January 1, 1975 and December 31, 1980 into 


119,100 Common Shares 


30,000 Preferred Shares, 1973 Series, convertible between July 1, 1978 and July 1, 


Common Shares. 
(All subject to adjustment in certain events.) 


9. CONTRIBUTED SURPLUS 


Opening balance 
Portion of issue price of common nshares : 
Gain on purchase for cancellation of preferred ennress 


10. RETAINED EARNINGS 


a9 T7, 


$4,393,000 
818,000 
64,000 
$5,275,000 


1983 into 22,222 


1976 


$2,105,000 
2,267,000 
21,000 


EE SA 


$4,393,000 


(a) Under the provisions of the governing statutes $4,680,000 (the amount equal to the par value of preferred 


shares redeemed), is restricted from distribution to shareholders. 
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11. 


12. 


13. 


(b) Covenants granted in respect of $40,000,000 five and one-half year financing obtained by a subsidiary in June 1975 
($32,000,000 at March 31, 1977) prohibits payment of dividends on Westburne’s common shares until the in- 
debtedness is paid in full or the subsidiary exhibits contractual evidence that the drilling equipment acquired 
with the loan proceeds will generate drilling contract payments sufficient to pay the indebtedness in full. 


(c) The trust deeds under which the Series ‘‘A’’, ‘‘B’’ and ‘‘C’’ debentures were issued provide certain restric- 


tions on payment of dividends by a subsidiary. 


SUPPLEMENTARY INFORMATION TO STATEMENT OF EARNINGS 


1977 1976 
Other expenses (revenues) (Restated) 
Interest — long term debt $8,759,000 $6,557,000 
Other interest My Nine BADE 4,080,000 2,391,000 
Interest and other investment income . (2,379,000) (1,926,000) 
Gain on sale of assets . (1,449,000) 5,000 
$9,011,000 $7,017,000 
Extraordinary items 

Income tax reduction due to application of losscarry forward. . .. . $ == $ 53,000 

Gain on sales by auction of drilling assets — 
net of applicable deferred income taxes of $734,000 . . . ... . _ 937,000 
Gain ‘on sale‘ofinvestment (294) 2995) eee ee — 980,000 
$ om $1,970,000 


COMMITMENTS AND CONTINGENT LIABILITIES 


(a) The Company has entered into lease agreements for premises at annual rentals of approximately $2,789,000 
as at March 31, 1977 and for various terms expiring up to 1992. In addition, the Company has entered into 
lease agreements covering various other assets which at March 31, 1977 called for annual rentals of $884,000 
for various terms expiring up to 1987. 


(b) Pension and Retirement Plans — 
The Company has pension plans for employees which have unfunded liabilities relating to past service. Based 
on 1976 actuarial valuations this unfunded liability can be liquidated by equal annual instalments of $184,000 
until 1990. At the option of the Company, the annual instalments can be increased in order to liquidate the 
liability prior to 1990. 


(c) Income Taxes - Contingent Liability — 

In prior years, the Company acquired certain subsidiaries which had incurred exploration and development 
expenditures. In computing taxable income for the years March 31, 1968 to March 31, 1972 these subsidiaries 
had deducted the expenditures previously incurred. The Department of National Revenue, Taxation Division, 
has questioned the deductibility of these particular expenditures and issued assessments indicating that in its 
opinion the right to these deductions were no longer vested in the companies due to certain agreements en- 
tered into by them. On the advice of counsel, appeals were entered against the assessments. At March 31, 1977, 
assessments, including interest, totalling $781,300 were still being contested. The Company has provided out of 
earnings in 1969 and 1970 an income tax reserve of approximately $340,000 which is available in the event the 
Company’s appeals and if necessary, court actions, are not successful. 


Income tax assessments in respect of the fiscal periods from 1967 to 1973 have been received in the amount of 
$360,000 including interest. These assessments are being contested and accordingly no provision has been 
made in the accounts. 


(d) Contingent liabilities exist for indeterminate amounts of suits, claims and guarantees. In the opinion of the 
management of the Company, the outcome of these contingencies will not have a materially adverse effect 
upon the Company’s financial position. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The Company and its subsidiaries paid all directors and senior officers including directors who are officers, an 
aggregate of $676,000 during the year ended March 31, 1977. 


The Company is subject to the Federal Government’s Anti-Inflation Legislation which became effective October 
14, 1975. This legislation limits increases in prices, profits, compensation and dividends. Management is of the 
opinion that the Company has no significant liabilities as a result of the Anti-Inflation Legislation. 


14. ANTI-INFLATION LEGISLATION 
15. UNAUDITED REPLACEMENT COST INFORMATION 


In accordance with a requirement of the United States Securities and Exchange Commission the Company has 
provided certain disclosures in Form 10-K with respect to the replacement cost of certain assets and the related 


effect on net earnings. 


Five Year Consolidated Summary of Earnings 


(Thousands of Dollars) 
1977 
OPERATING REVENUES 
Sales of merchandise $333,764 
Contract drilling . 83,370 
Oil and gas production . 5,361 
422,495 
COSTS AND EXPENSES 
Cost of sales — merchandise . 271,205 
Contract drilling . 60,412 
Oil and gas production . 2,146 
Depreciation and depletion 8,969 
Selling, general and administrative . 53,135 
395 ,867 
EARNINGS FROM OPERATIONS . 26,628 
OTHER EXPENSES 
(Net of other revenues) . 9,011 
17,617 
INCOME TAXES . 8,005 
9,612 
OTHER 
Extraordinary items. a 
Minority interest. (445) 
NET EARNINGS, 
(before preferred dividends) . $ 9,167 


1976 1975 1974 1973 
(Restated) 

$296,821 $266,881 $200,308 $147,792 
56,197 39,482 327513 29,573 
4,928 4,125 2,509 1,728 
357,946 310,488 2356330 179,093 
236,242 210,388 162,005 122,079 
42,402 28,049 23,258 21,254 
2,036 1,636 1,206 867 
6,790 Sh 3,421 2,860 
45,904 41,500 30,284 22,007 
333,374 285,285 220,174 169,067 
24,572 25,203 15,156 10,026 
OG 4,813 3,912 2,086 
175555 20,390 11,244 7,940 
9,809 105122 5,653 3,644 
7,746 10,268 5,591 4,296 
1,970 206 319 400 
640 (600) (397) (252) 
$ 9,076 $ 9,874 NS ents) $ 4,444 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF OPERATIONS FOR FISCAL 1977 AND 1976 is to be read 
in conjunction with the foregoing Five Year Consolidated Summary of Earnings. Earnings for 1976 were restated to 
exclude $587,000 unrealized foreign currency translation gain. 


March 31, 1977 to March 31, 1976 (Restated) 
OPERATING REVENUES 


Operating revenues increased by $64,549,000 in the 


1977 fiscal year with equipment and supplies division 
increasing by $36,943,000, up 12.4 percent; contract 
drilling up $27,173,000, up 48.4 percent and oil and gas 
production increasing by $433,000, up 8.8 percent. 
These increases resulted from: 


a) 


Equipment and supplies — increased share of the 
market place plus its share of the increase in Canadian 
housing starts to an all time high of 273,000 units in 
1976. 


b) Contract drilling — increased demand for drilling 


c 


— 


services in Canada/United States with operating 
revenue up in this area by approximately $9,300,000, 
and with a full year’s revenue from drilling 
operations in Algeria and Iran, combined with 
revenues from other foreign operations, a total in- 
increase in foreign operations of approximately 
$17,800,000 was recorded. 


Oil and gas — product sales of this division reduced 
by approximately 8 percent but higher sales price per 
unit resulted in the operating revenue increase of 
approximately 9 percent. 
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COSTS AND EXPENSES 


The total costs and expenses increased by 
$62,493,000 or 18.7 percent, while gross revenues in- 
creased by 18.0 percent. However, year to year variations 
occurred by divisions in the various cost areas which are 
significant: cost of sales — merchandise increased by 14.8 
percent, approximately 2.4 percent more than the 
related increase in operating revenues; this arose as a 
result of a highly competitive market which exerted 
downward pressure on margins: contract drilling costs 
and expenses increased by 42.5 percent compared to the 
48.4 percent revenue increase; this arose from strong de- 
mand in the Canadian/United States market which allowed 
more profitable utilization of drilling assets and from more 
efficient drilling performance in foreign areas as staff 
became more familiar with area operations. 
Depreciation and depletion is provided in the contract 
drilling division on most assets on a usage basis and the 
increase of $2,179,000 in this cost is principally the 
result of the increased activity in foreign operations. 
Selling, general and administrative costs in total 
remained relatively in line with the increase in operating 
revenues. A larger percentage increase in equipment and 
supplies selling, general and administrative costs was of- 
set by a reduction in these costs in the contract drilling 
division. 


OTHER EXPENSES (REVENUE) 


Interest expense, both on long term and current in- 
debtedness increased during the year by a total of 
$3,891,000. Approximately 30 percent of this amount 
relates to interest on current indebtedness in the equip- 
ment and supplies division to finance larger amounts of 
accounts receivable and inventory related to increased 
operating revenues; approximately 65 percent of the 
balance of 70 percent relates to the contract drilling 
division’s interest on long term and current debt on 
foreign operations being for a full year rather than for 
the nine month period as in 1976, and to certain long 
term debt on equipment acquired in the domestic area. 
However, the other business related revenues of interest 
and other investment income (the interest arising prin- 
cipally from the financing of accounts receivable and on 
short term deposits of funds being accumulated for in- 
stalment payments on long term debt) increased by 
$453,000 and the increased gains on sale of assets of ap- 
proximately $1,444,000, reduced the increase in this 
non-operating expense area to approximately $2,000,000. 
The increase in income from sale of assets was principally 
made up of $493,000 from sale of real property considered 
surplus to our needs and of $845,000 from sale of a North 
Sea platform drilling rig. The sale of the drilling rig was 
made contemporaneously with our entering into a 
labour/management contract for operations of the rig 
for a four-year period. 


NET EARNINGS (before income tax and extraordinary 
items) 


Net earnings remained almost constant although the 
contribution by division varied from year to year. As 
mentioned under Costs and Expenses, the percentage 
increase in cost of sales — merchandise, exceeded the 
percentage increase in revenues. The resultant reduction 
of gross margin together with increased selling, general 
and administrative costs reduced the contribution to ear- 
nings of the equipment and supplies division from 94.3 
percent in 1976 to 55.0 percent in 1977. However, increased 
revenue in the contract drilling division and a reduction 
in the related operating and administrative costs 
resulted in the drilling division’s contribution to ear- 
nings increasing to 38.1 percent from (1.6) percent in the 
prior year. The oil and gas division’s contribution 
remained relatively constant at approximately 7.0 per- 
cent in each year. Earnings as a percentage of operating 
revenue by division varied from year to year due to the 
variation of related costs and expenses. Comparative 
percentages of earnings to operating revenues are as 
follows: — 


Equipment and supplies division 2.9 percent 
(1976, 5.3 percent) 


Contract drilling division 8.0 percent 
(1976, (0.5) percent) 


Oil and gas division 26.5 percent 
(1976, 26.2 percent) 


INCOME TAX 


The percentage of income tax to before income tax 
earnings varies from year to year from the stated rates 
of corporation income tax in the various countries in 
which the Company operates, since the terms of certain 
of the Company’s contracts exempt it from income tax. 


EXTRAORDINARY ITEMS 


The Company had no extraordinary gains or losses 
during the current fiscal year. 


NET EARNINGS 


Since the Company had no extraordinary gains in 
1977 the net earnings after minority interest, of 
$9,167,000 are comparable to 1976 earnings of 
$7,106,000 after minority interest and before extra- 
ordinary gains ($9,076,000 including extraordinary 
gains). Basic earnings per common share after preferred 
dividends of $105,000 (1976, $298,000) were $2.60 com- 
pared to $2.65 in 1976 and fully diluted earnings per 
common share were $2.34 compared to $2.33 in 1976. 


March 31, 1976 (Restated) to March 31, 1975 


OPERATING REVENUES 


Each division increased operating revenues in the 
fiscal year ended in 1976 with equipment and supplies 
division increasing by $29,940,000, up 11.2 percent, 
contract drilling increasing by $16,715,000, up 42.3 
percent and oil and gas production division by 
$803,000, up 19.5 percent. These increases were a result 
of — 

a) Equipment and supplies division — increased de- 
mand for this division’s product lines together with a 
full year’s contribution to revenue from subsidiaries 
acquired in October, 1974. 


b) Contract drilling division — demand increased in 
Canada and decreased in the United States during 
the year with overall volume increasing by approxi- 
mately $3,200,000, about 10 percent. The principal 
increase was in foreign Operations where gross 
revenues increased $13,500,000, or 164 percent. This 
increase mainly reflects the revenues generated from 
long term contracts commenced in Algeria and Iran 
midway through the fiscal period. 


c) Oil and gas division — revenue increase due to 
combination of 4 percent increase in crude sales and 
Company share of increased wellhead price of crude 
in Canada. 


COSTS AND EXPENSES 


The percentage increase of 0.81 percent in costs and 
expenses for equipment and supplies, domestic contract 
drilling, oil and gas production and selling, general 
and administration, stayed well in line with the 
percentage increase in the related operating revenues. 
These costs include a loss of $1,500,000 related to a 
drillship construction venture with Norwegian partners 
which was cancelled. However, costs and expenses 
related to the Algerian and Iranian drilling contracts 
(average term about 3% years) on which operations 
commenced at various times in the second half of 
calendar 1975, are higher than anticipated due to late 
start-up and heavy crew training costs, a costly ‘‘fishing”’ 
job and higher depreciation expense on the all-new 
equipment used on these contracts. These costs and ex- 
penses (excluding depreciation) on all foreign 
operations amount to 89 percent of revenue compared 
to 83 percent on domestic drilling operations. 
Depreciation expense on assets used on foreign 
contracts was $2,518,000, up from $180,000 in the prior 
year. 


OTHER EXPENSES (REVENUE) 

Long term debt interest increase of $2,787,000 
includes $2,615,000 incurred to finance the drilling 
equipment for Algeria and Iran and _ additional 
equipment for Indonesia. Interest costs are heaviest in 
the early years of our long term contracts and will 
reduce as our indebtedness is retired. In the current year 


this increase was offset by a reduction of $1,116,000 
interest on current borrowings while other items of 
sundry expense and revenue account for the balance of 
change in this item between the last two years. 


NET EARNINGS (before income tax and extraordinary 
items) 


Net earnings declined by $2,835,000 from those in 
the prior year which is attributable to cost and expenses 
(including depreciation) and interest on long term debt 
related to foreign drilling operations. The percentage 


contributions to net earnings by divisions was (a) 
equipment and supplies 94.3% compared to 69.4% in 


1975, (b) contract drilling (1.6%) compared to 23% in 


1975 and (c) oil and gas production 7.3% compared to 
7.6% in 1975. The division earnings as a percentage of 


division operating revenues remained constant except in 
the case of contract drilling: equipment and supplies 
5.6% (1975 — 5.3%); contract drilling (0.5%) (1975 — 
11.9%) and oil and gas production 26.3% (1975 — 
26.6%). The cost increases which caused the decline in 
earnings of the contract drilling division were explained 
earlier in this analysis. 


INCOME TAX 


The percentage of income tax to before-tax earnings 
varies from year to year from the stated rates of tax on 
corporate income in the various countries in which the 
Company operates since in certain of the countries the 
Company’s contract exempts it from income tax. 


EXTRAORDINARY ITEMS 


Early in the fiscal period sales by auction of drilling 
equipment considered surplus to Canadian operations 
resulted in a gain of $937,000, net of applicable income 
tax. Despite this sale the Company remains the largest 
drilling contractor in Canada in terms of the number of 
drilling rigs available to its customers. With fewer rigs 
the Canadian company was better able to utilize the 
remaining 31 rigs and had its most successful year of 
operations. The Company further disposed of its 5 
percent interest in another Canadian drilling company 
for a gain of $980,000, the decision being that such 
funds could be better used directly in our other drilling 
operations. 


NET EARNINGS 


The net earnings after income taxes, extraordinary 
income and minority interest remained relatively 
constant. Basic earnings per common share (after 
preferred dividends of $298,000 (1975 — $496,000)) 
were $2.65 compared to $3.01 in 1975 and fully diluted 
earnings per common share were $2.33 compared to 
$2.40 in 1975. The earnings per share comparisons 
reflect the effect of conversion midway during the fiscal 
year of Series A Preferred Shares into Common Shares 
which resulted in an increase in issued Common Shares 
outstanding of approximately 11 percent. 
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_ Reports of 
Operating 
Divisions 


EQUIPMENT AND SUPPLIES DIVISION 


Gross revenue from our wholesale plumbing, 
heating, electrical and oilfield equipment and supplies 
distribution system recorded a 12% percent increase from 
$297,000,000 to $334,000,000. Despite record 
housing starts of 273,000 and a buoyant petroleum in- 
dustry, the overall poor performance of the Canadian 
economy resulted in competitive conditions affecting 
the profit margins of the division. In addition, the 
plumbing, heating and electrical wholesale distributing 
subsidiaries were further affected by strikes in the con- 
struction industry in the Maritimes, Quebec and British 
Columbia. 


Two new branches, one in Burnaby, B.C. and the 
other in Whitehorse, N.W.T., were opened during the 


year bringing the total to 110 branches located across 
Canada. 


The division now employs 2,500 persons from St. 
John’s, Nfld., to Victoria, B.C., and we are particularly 
pleased to acknowledge their dedication and support 
during a difficult year. 


Our plumbing, heating and electrical supplies group 
of companies now ranks amongst the largest companies 
of its kind in the world using as criteria either sales 
volume or the number of branches. The continuing 
examination of our organization costs and profitability 
resulted in the establishment of regional supervisory 
committees, each with a permanent chairman: Donald 
E. McInnis, President and General Manager of our sub- 
sidiary Engineering and Plumbing Supplies Ltd. was 


appointed Chairman of the western area; James L. 
Thompson, President and General Manager of our sub- 
sidiary Hoffman Brothers Ltd., Chairman of the On- 
tario area; and Jean-Paul Saillant, President and 
General Manager of our subsidiary Saillant Inc., 
Chairman of the Quebec area. Subsequently, it 
is our intention to establish another trading area, that of 
the Atlantic region, when deemed advisable. 


Since mid-1973 the Canadian economy has been 
growing much slower than during the previous decade 
and by early 1976 this trend was even more evident. Late 
in 1975 the Anti-Inflation Board was created by the 
federal government and price and wage controls were 
imposed on selective segments of the economy. While 
there has been a reduction in the rate of inflation, there 
is no substantial evidence that this Board has helped to 
achieve that decline. The urgent consideration now 
should be to remove the controls and return to a freer 
market with sound fiscal planning by governments at 
every level. 


Also of concern to our Company are a number of 
clauses in Bill C-22, the new competition act, which 
again call for increased, unwarranted and costly govern- 
ment interference in the free market economy. 


The outlook for the year underway will depend on 
the total performance of the Canadian economy which 
will at best follow the pattern of the past year; high sales 
and level or lower profits. Of particular importance for 
our plumbing, heating and electrical wholesale 
operations are the expansion of the construction industry, 
hinging on an easing of the controls, the labour attitude 
and the Quebec uncertainty. On the other hand, our 
oilfield supplies operations should enjoy a favourable 
year, reflecting the present excellent prospects for the 
Canadian exploration, production and drilling in- 
dustries. 


SOURCE OF GROSS REVENUE 


Oil 
and 
Gas 

1.3% 


CONTRACT DRILLING DIVISION 


During the past year our contract drilling division 
enjoyed its highest ever level of activity. Operating 
revenues increased from $56,197,000 to $83,370,000. 
The Canadian/United States based operations had gross 
revenues of $44,016,000 and foreign operations had 
gross revenues of $39,354,000. 


Demand for land contract drilling services continued 
high during the year. The Canadian drilling industry 
benefited from incentive legislation of the Province of 
Alberta and the Federal Government to encourage ex- 
ploration, and from increasing awareness of the declining 
reserves of oil and gas for North American requirements. 
In the United States, operations improved from mid- 
year after a depressed market situation had existed for 
almost eighteen months. The outlook for our 42-rig 
Canadian/United States operations is for continued 
high activity and good profitability. In the Arctic Islands, 
the Joint Venture in which we have a SO percent interest 
operates four rigs, one of which is being upgraded to 
undertake a five-year drilling program from ice plat- 
forms for Panarctic Oils Ltd. 


Operations in foreign areas improved significantly 
during the current year. In West Irian, Indonesia we 
have carried out profitable contract drilling operations 
since 1973 and prospects for the current year are 
favourable. Fiscal 1976 was the first year on long term 
contracts in Algeria and Iran using four new diesel elec- 
tric drilling rigs in each area and operations in that year 
were charged with heavy initial start-up costs. In addition, 
the early years of these foreign contracts bear heavy 
financing costs. Since 30 percent of the debt incurred to 
acquire the drilling assets for the Algeria/Iran contract 
will have been repaid at the date of this report, there will 
be a reduction of these financing costs. With this cost 
reduction together with more efficient field operations, 
these areas should prove profitable in the current year. 
We recently have entered into contracts for two rigs in 
Africa. These two rigs were idle during fiscal 1977. 


In addition to the foregoing, we have two labour 
contracts, one in the United Kingdom sector of the North 
Sea where we have a labour/management contract for 
operation of a platform drilling rig and another in the 
Philippine Islands on a thermal energy project. 


Westburne drilling crews consistently set a standard 
of excellence in every area of the world in which we un- 
dertake drilling contracts. The performance of our 
drilling personnel is second to none. 
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EXPLORATION AND PRODUCTION DIVISION 


The unsettled business climate in Canada for the oil 
and gas producer that prevailed during the confrontation 
between the Federal and Provincial Government over 
control of petroleum resources has improved and partial 
relief from heavy royalty and taxation provisions has 
been obtained in Alberta and British Columbia. 
However, taxes and royalties continue to be more than 
half of the selling price of a barrel of oil. 


On January 1, 1977 the wellhead price of Alberta 
Natural Gas rose to $1.23 per mcf, an increase of ap- 
proximately $0.23 from a year ago. The wellhead price 
of Canadian crude oil increased by $1.05 per barrel in 
July, 1976 and by $0.70 on January 1, 1977 bringing the 
selling price to approximately $9.20 per barrel. The 
most recent Federal-Provincial meetings on crude oil 
pricing resulted in general agreement that the price per 
barrel of oil would be increased by $4.00 per barrel over 
the next two years. How much of these increases in- 
dustry will be allowed to keep has yet to be decided. 


Operating revenue from the exploration and produc- 
tion division for the year ended March 31, 1977 was 
$5,361,000 compared with $4,928,000, an increase of 
8.8 percent over fiscal 1976. Gross oil production before 
royalties was 736,000 barrels, a decrease of 8 percent 
over the 798,000 barrels produced last year. Net oil 
production after royalties was 488,000 barrels. Current 
gross production is 2,116 barrels per day. 


Canada — The division participated in the drilling 
of fourteen wells (4.17 net wells) which resulted in three 
gas wells, four oil wells and seven abandonments during 
the fiscal year just ended. During this year we plan to 
drill or participate in up to twenty wells. Most of this 
drilling will be in Alberta and will be prospects with 
limited risk close to existing oil or gas reserves. 


Arctic Islands — Westburne owns 830,005 common 
shares (1.9 percent) of Panarctic Oils Ltd. at a cost of 
$2,753,000. We have been a shareholder in Panarctic 
since its inception and have shared in its successes. Since 
it is not possible to forecast when we can reasonably ex- 
pect a return on this investment, we are presently 
deferring further investment in Panarctic. 


United Kingdom - North Sea — As reported last 
year, a major oil company is committed to drill a 
Jurassic test at their sole risk and expense to earn a 65 
percent working interest in North Sea Block 211/2. 
Westburne owns 5 percent in this block. This earning 
well is expected to be spudded in July of this year. 

Bolivia — Westburne has a 25 percent interest in a 
block in the southern area of Bolivia covering 1,067,500 
hectares (2,637,800 acres). Three earning tests have 
been drilled, oil and gas shows were found, but com- 
mercial production has not been established. Geologic 
field work was carried out during the year defining 
other drillable structures. Westburne is negotiating with 
others to join in further drilling in 1978. 
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AND SUBSIDIARY COMPANIES 


Seven Year Summary (1) 


Year ended March 31 


Operating 
Operating Revenues . 
Pre-Tax Earnings — 
before extraordinary items . 
Net Earnings — 
before extraordinary items . 
Net Earnings — 
after extraordinary items 
Net Earnings applicable to 
Common Shares . 


Per Common Share Outstanding (2) 
Basic Earnings — Ordinary . 
— Extraordinary 
— Total 


Fully Diluted Earnings 
— Ordinary . 
— Extraordinary 
— Total 


Cash Flow from Operations . 


Financial 
Receivables 
Inventories 
Working Capital . 
Fixed Assets, net . 
Total Assets 


Common Shareholders’ Equity . 
Equity per Common Share (3) 


1977 


$422,495 
17,617 
9,167 
9,167 
9,062 


$2.60 


2.60 


2.34 


2.34 


$ 21,341 


$ 74,437 
62,624 
32,274 
99,117 

273,284 


$ 62,360 
$17.22 


(Thousands of Dollars except Per Share Data) 


1976 1975 1974 1973 
(Restated) 


1972 


1971 


$357,946 $310,488 $235,330 $179,093 $130,636 $104,714 


175555 20,390 11,244 7,940 
7,106 9,668 5,194 4,044 
9,076 9,874 D5213 4,444 


8,778 9,378 5,004 3,941 


$2.05 $2.94 $1.51 Slel7 


0.60 0.07 0.10 0.13 
2.65 3.01 1.61 1.30 
1.82 2.39 1.26 0.99 
0.51 0.05 0.08 0.10 
2.33 2.40 1.34 1.09 


SeLS 095 se ou10,7.290e 5 all, 39) ae beeo, SD 


$ 64,264 $ 56,423 §$ 48,838 $ 39,592 
57,031 49,461 42,910 29,698 
30,371 B1R351 24,204 20,766 
111,857 81,437 48,639 395721 
264,357 213,934 155,445 119,751 


9552755705 40,920 2a 3 2.021 bet. 204 
$15.15 $13.13 $10.30 $ 8.85 


4,859 
2,754 
2,856 


2,343 


$0.75 
0.03 
0.78 


0.68 
0.02 
0.70 


$ 5,456 


$ 26,310 
22,547 
11,598 
32,441 
90,466 


$ 23,031 
$ 7.64 


4,323 
2,639 
3,156 


2,648 


$0.74 
0.18 
0.92 


0.66 
0.13 
0.79 


or 5,091 


$ 20,658 
16,124 
13,367 
27,421 
Uan2eo: 


$ 19,427 
SeO.72 


(1) Results for 1971 to 1973 inclusive have been restated to give retroactive effect to tax allocation accounting relating 
to intangible exploration and development expenses; results for 1976 are restated to exclude an unrealized foreign 
currency translation gain from earnings. 

(2) Based on weighted average number of Common Shares outstanding during the year. 


(3) Based on Common Shares outstanding at year end. 
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